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Impact of Governance Structure on Economic and Social Performance: A
Case Study of Latin American Countries
Abstract
Defined as "the division of public authority between two or more constitutionally defined orders of
government – and a set of ideas which underpin such institutions", federalism emphasizes issues such as
shared and divided sovereignty, multiple loyalties and identities, and governance through multi‐level
institutions. Proponents of federalism have linked federalism with improved economic and social benefits,
including increased political participation and personal liberties, efficient public and private markets, and a
check on governmental power. Nevertheless, few studies have attempted to empirically prove these claims. In
"Federalism's Values and Value of Federalism", Robert Inman created a multiple regression model to assess the
contribution of federal governance to a country’s economic and social performance. Although Inman’s model
provides an important empirical framework, his broad analysis did not incorporate the unique context and
history of different countries, or explain the variation in the results. Hence, through a case‐study of six Latin
American countries and analysis of key social, economic, and rights indicators, this paper seeks to answer the
following research question: How does federalism affect the economic and social performance of Latin
American countries? The conclusions are as follows: (1) Diffusion of political power improves rights
performance and democratic accountability, of which federalism provides an important institutional
framework, (2) The contribution of federalism to aggregate economic performance remains ambiguous, (3)
Decentralization improves access to public goods, in both federal and unitary governments, (4) Federalism,
however, potentially creates political fragmentation that may block important reforms or give rise to a power
vacuum for populist leaders. As a result, rights performance, democratic accountability, and economic and
social progress may stall or deteriorate.
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the past two decades. According to the Economist Democracy Index (January 2007), no country in Latin America 
received classification as an “Authoritarian Regime”. Mexico received a rating of 6.67, placing the country within 
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Year Central State Municipal Central State Municipal
1960 63.9 31.3 4.7 59.5 34.1 6.4
1965 63.8 30.9 5.9 54.8 35.1 10.1
1970 66.7 30.6 2.7 60.8 29.2 10.0
1975 73.7 23.5 2.8 68.0 23.3 8.7
1980 74.7 21.7 3.7 68.2 23.3 8.6
1985 72.8 24.9 2.4 62.7 26.2 11.1
1990 67.3 29.6 3.1 57.1 28.0 14.9
1995 67.2 28.0 4.8 56.3 27.5 16.2
2000 69.2 26.2 4.6 59.9 25.1 15.0
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Table 2. Key Social and Economic Indicators of Brazil (1970‐2006) 
Brazil 1970-1974 1975-1979 1980-1984 1985-1989 1990-1994 1995-1999 2000-2006
GDP growth (annual %) 11.0 5.9 1.4 4.5 1.3 2.0 3.1
GDP per capita (constant 2000 US$) 2,390.6 3,125.5 3,262.8 3,508.8 3,379.5 3,642.9 3,829.0
GINI Index NA NA 57.7 59.3 60.3 59.6 58.1
Household final consumption expenditure (per capita) 1,398.6 1,811.7 2,148.3 2,092.2 2,047.3 2,356.9 2,438.1
Immunization, DPT (% of children ages 12‐23 months) NA NA 53.6 59.2 72.8 85.2 97.3
Improved sanitation facilities (% of pop with access) NA NA NA NA 71 73 74.5
Improved sanitation facilities, rural (% of rural pop with access NA NA NA NA 37 37 37
Life expectancy at birth, total (years) 59.3 61.6 63.0 64.8 66.5 68.5 70.4
Poverty headcount ratio at $2 a day (PPP) (% of population) NA NA 34.1 29.4 27.9 22.4 21.8
Urban population (% of total) 58.16 63.98 68.96 72.7 76 79.16 82.98
Freedom House ‐ Political Rights 5 4 3.4 2.2 2.2 2.4 2.4
Freedom House ‐ Civil Rights 5 4.6 3 2.2 3.4 4 2.8
Transparency International ‐ Corruption Perceptions Index NA NA 4.67 3.51 3.655 3.94 3.5
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Argentina 1970-1974 1975-1979 1980-1984 1985-1989 1990-1994 1995-1999 2000-2006
GDP growth (annual %) 3.7 2.1 (0.1) (1.4) 6.8 2.3 2.8
GDP per capita (constant 2000 US$) 6,905.3 7,053.1 6,921.9 6,303.9 6,665.1 7,746.6 7,518.6
GINI Index NA NA NA 44.5 45.4 49.2 52.1
Household final consumption expenditure (per capita) 7,400.9 7,222.3 NA NA 8,353.4 8,781.6 8,197.8
Immunization, DPT (% of children ages 12‐23 months) NA NA 52.6 73 82.2 82.2 84.5
Improved sanitation facilities (% of pop with access) NA NA NA NA 81 86 90
Improved sanitation facilities, rural (% of rural pop with access NA NA NA NA 45 59 78.5
Life expectancy at birth, total (years) 67.1 68.7 69.9 70.9 71.9 73.0 74.3
Poverty headcount ratio at $2 a day (PPP) (% of population) NA NA NA 2.0 5.8 10.1 18.2
Urban population (% of total) 79.74 81.76 83.74 85.8 87.48 88.6 89.7
Freedom House ‐ Political Rights 4 4.4 4 1.8 1.4 2.2 2.1
Freedom House ‐ Civil Rights 2.5 4.8 3.6 1.4 3 3 2.3
Transparency International ‐ Corruption Perceptions Index NA NA 4.94 5.91 3.055 2.96 2.9
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Venezuela 1970-1974 1975-1979 1980-1984 1985-1989 1990-1994 1995-1999 2000-2006
GDP growth (annual %) 3.9 4.0 (1.8) 1.5 4.0 0.9 4.2
GDP per capita (constant 2000 US$) 6,172.0 6,344.4 5,339.2 4,929.1 5,131.9 5,041.8 4,727.4
GINI Index NA NA 55.8 48.8 41.7 49.2 46.1
Household final consumption expenditure (per capita) 1,801.8 2,729.3 3,003.9 2,757.9 2,797.1 2,527.9 2,611.4
Immunization, DPT (% of children ages 12‐23 months) NA NA 50.8 55.4 64.8 60 75.5
Improved sanitation facilities (% of pop with access) NA NA NA NA NA 68 68
Improved sanitation facilities, rural (% of rural pop with access NA NA NA NA NA 48 48
Life expectancy at birth, total (years) 65.6 67.7 68.6 70.2 71.7 72.5 73.7
Poverty headcount ratio at $2 a day (PPP) (% of population) NA NA 8.9 6.6 5.1 15.1 14.8
Urban population (% of total) 73.28 77.24 80.4 82.74 85.56 89.18 92.5
Freedom House ‐ Political Rights 2 1.4 1 1 1.8 2.4 3.3
Freedom House ‐ Civil Rights 2 2 2 2.2 3 3.2 4.3
Transparency International ‐ Corruption Perceptions Index NA NA 3.19 2.5 2.5425 2.54 2.2
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Uruguay 1970-1974 1975-1979 1980-1984 1985-1989 1990-1994 1995-1999 2000-2006
GDP growth (annual %) 0.8 4.6 (2.8) 4.2 4.3 2.2 1.7
GDP per capita (constant 2000 US$) 4,045.9 4,641.0 4,767.1 4,715.4 5,388.3 6,234.8 6,120.5
GINI Index NA NA 43.7 42.3 NA 44.5 44.7
Household final consumption expenditure (per capita) 3,085.3 3,057.5 3,041.7 3,058.9 3,650.6 4,513.7 4,345.5
Immunization, DPT (% of children ages 12‐23 months) NA NA 62.4 77.6 93.8 91.6 93.5
Improved sanitation facilities (% of pop with access) NA NA NA NA 100 100 100
Improved sanitation facilities, rural (% of rural pop with access NA NA NA NA 99 99 99
Life expectancy at birth, total (years) 68.8 69.6 70.7 71.9 72.8 73.7 75.0
Poverty headcount ratio at $2 a day (PPP) (% of population) NA NA 3.7 2.7 NA 4.6 4.8
Urban population (% of total) 82.8 84.2 86.12 87.92 89.6 90.82 91.7
Freedom House ‐ Political Rights 4 5.6 5.2 1.8 1.2 1.4 1.0
Freedom House ‐ Civil Rights 4.5 5.6 4.6 2 2 2 1.0
Transparency International ‐ Corruption Perceptions Index NA NA NA NA 3.21 4.38 6.3
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Mexico 1970-1974 1975-1979 1980-1984 1985-1989 1990-1994 1995-1999 2000-2006
GDP growth (annual %) 6.4 6.4 3.4 1.2 3.9 2.9 2.9
GDP per capita (constant 2000 US$) 3,784.0 4,375.6 5,157.1 4,813.9 5,139.8 5,288.8 6,018.6
GINI Index NA NA 46.3 NA 51.1 48.8 49.2
Household final consumption expenditure (per capita) 2,778.5 3,060.4 3,475.5 3,218.8 3,584.1 3,491.8 4,194.1
Immunization, DPT (% of children ages 12‐23 months) NA NA 44 55.6 80.8 94.8 93.8
Improved sanitation facilities (% of pop with access) NA NA NA NA 58 67 77
Improved sanitation facilities, rural (% of rural pop with access NA NA NA NA 13 25 39
Life expectancy at birth, total (years) 62.2 65.3 67.2 69.4 71.8 74.3 74.7
Poverty headcount ratio at $2 a day (PPP) (% of population) NA NA 39.7 NA 22.5 27.7 18.5
Urban population (% of total) 60.52 64.2 67.62 70.76 72.86 73.92 75.5
Freedom House ‐ Political Rights 4.5 4 3 3.8 4 3.6 2.1
Freedom House ‐ Civil Rights 3 3.4 4 3.8 3.8 3.8 2.3
Transparency International ‐ Corruption Perceptions Index NA NA 1.87 2.23 3.165 3.56 3.4













                                                 
83 Buchsbaum, Herbert. “A New Mexico—or still the old?” New York Times. 27 September 2002.  
84 Amsterdam, Robert. “A Perfect Dictatorship?” Robert Amsterdam Blog. 
<www.robertamsterdam.com/2007/02/a_perfect_dictatorship_1.htm> Accessed: April 10 2008 
85 “The Economist Intelligence Unit’s index of democracy” The World in 2007. 
<http://www.economist.com/media/pdf/DEMOCRACY_INDEX_2007_v3.pdf> Accessed: April 10 2008 
86 Preston, Dillon, Myers.  Opening Mexico: The Making of a Democracy. Farrar, Straus and Giroux, 2004.  

































                                                 
88 “Economic Survey of Mexico” OECD, 2007 
89 World Development Indicators, 2007 
90 Ochoa-Reza, Enrique. “Federalism and Mexico’s Transition to Democracy.” Federalism and Democracy in Latin 
































                                                 
91 Rodriguez, Victoria. “Recasting Federalism in Mexico.” Publius. 28:1. Winter 1998. 
92 Díaz-Cayeros, Alberto. “Regoinal Resource Allocation in Mexico.” Federalism and Democracy in Latin America. 
John Hopkins University Press, 2004. 
































                                                 
94 “Background Note: Mexico.” US Department of State. February 2007.  
95 Thacker, Strom. “NAFTA coalitions and the political viability of neoliberalism in Mexico” Journal of Inter-
































                                                 
96 “Constitution of Chile: Official Translation.”< http://confinder.richmond.edu/admin/docs/Chile.pdf> Accessed: 
April 12, 2008 
97 Stewart, Ranis. “Decentralization in Chile.” <http://hdr.undp.org/docs/publications/ocational_papers/oc14.htm> 
98 Ibid.  
99 Ffrench-Davis, Ricardo. Economic reforms in Chile: From Dictatorship to Democracy. University of Michigan 

























                                                 
100 Collins, Lear. Chile's Free Market Miracle: A Second Look.  Food First Books, 1995. 
101 Wiesner, Eduardo. Fiscal Federalism in Latin America: From Entitlements to Markets. Inter-American 
Development Bank, 2003. 




Chile - Intergovernmental Expenditure Shares 1990 1995 2000
National 91.4 90.4 89.6
Regional 1.1 1.4 1.5
Municipal  7.5 8.2 8.9
Total 100 100 100
Chile - Tax Revenues by Level of Government 1990 1995 2000
National 92.8 92.6 91.4
Municipal  7.2 7.4 8.6












Chile 1970-1974 1975-1979 1980-1984 1985-1989 1990-1994 1995-1999 2000-2006
GDP growth (annual %) 1.6 3.4 1.3 7.4 7.3 5.4 4.2
GDP per capita (constant 2000 US$) 2,234.9 2,083.7 2,361.7 2,667.0 3,520.3 4,613.1 5,289.6
GINI Index NA NA NA 57.2 55.3 57.5 56.3
Household final consumption expenditure (per capita) 1,807.2 1,434.9 1,666.9 1,635.0 2,168.6 2,941.3 3,424.8
Immunization, DPT (% of children ages 12‐23 months) NA NA 95.8 94.6 92.6 92 94.2
Improved sanitation facilities (% of pop with access) NA NA NA NA 84 87 90.5
Improved sanitation facilities, rural (% of rural pop with access NA NA NA NA 52 57 62
Life expectancy at birth, total (years) 63.0 67.2 70.0 72.3 74.0 75.4 77.6
Poverty headcount ratio at $2 a day (PPP) (% of population) NA NA NA 24.5 12.2 9.7 7.6
Urban population (% of total) 76.5 79.5 81.8 82.9 83.7 85.0 86.9
Freedom House ‐ Political Rights 4 6.8 6 5.4 2 2.2 1.6
Freedom House ‐ Civil Rights 3.5 5 5 4.4 2 2 1.3
Transparency International ‐ Corruption Perceptions Index NA NA 6.5 5.5 6.6 7.4 7.2
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GINI Index 1980-1984 1985-1989 1990-1994 1995-1999 2000-2006
Brazil (Fed/Dem) 57.7 59.3 60.3 59.6 58.1
Argentina (Fed/Dem) NA 44.5 45.4 49.2 52.1
Venezuela (Fed/Dem, low A) 55.8 48.8 41.7 49.2 46.1
Uruguay (AFed/Dem) 43.7 42.3 NA 44.5 44.7
Mexico (Fed/Dict) 46.3 NA 51.1 48.8 49.2
Chile (Unitary/Dem) NA 57.2 55.3 57.5 56.3
Benchmark (Average) 57.7 51.9 52.8 54.4 55.1  
Source: World Development Indicators, 2007 
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Urban population (% of total) 1970-1974 1975-1979 1980-1984 1985-1989 1990-1994 1995-1999 2000-2006
Brazil (Fed/Dem) 58.2 64.0 69.0 72.7 76.0 79.2 83.0
Argentina (Fed/Dem) 79.7 81.8 83.7 85.8 87.5 88.6 89.7
Venezuela (Fed/Dem, low A) 73.3 77.2 80.4 82.7 85.6 89.2 92.5
Uruguay (AFed/Dem) 82.8 84.2 86.1 87.9 89.6 90.8 91.7
Mexico (Fed/Dict) 60.5 64.2 67.6 70.8 72.9 73.9 75.5
Chile (Unitary/Dem) 76.5 79.5 81.8 82.9 83.7 85.0 86.9





Improved sanitation facilities (% of total population with 
access) 1990-1994 1995-1999 2000-2006
Brazil (Fed/Dem) 71.0 73.0 74.5
Argentina (Fed/Dem) 81.0 86.0 90.0
Venezuela (Fed/Dem, low A) NA 68.0 68.0
Uruguay (AFed/Dem) 100.0 100.0 100.0
Mexico (Fed/Dict) 58.0 67.0 77.0
Chile (Unitary/Dem) 84.0 87.0 90.5
Benchmark (Average) 76.0 79.5 82.3
Improved sanitation facilities (% of rural population with 
access) 1990-1994 1995-1999 2000-2006
Brazil (Fed/Dem) 37.0 37.0 37.0
Argentina (Fed/Dem) 45.0 59.0 78.5
Venezuela (Fed/Dem, low A) NA 48.0 48.0
Uruguay (AFed/Dem) 99.0 99.0 99.0
Mexico (Fed/Dict) 13.0 25.0 39.0
Chile (Unitary/Dem) 52.0 57.0 62.0
Benchmark (Average) 41.0 48.0 57.8
% Difference (Rural and Total Population) 1990-1994 1995-1999 2000-2006
Brazil (Fed/Dem) 34.0 36.0 37.5
Argentina (Fed/Dem) 36.0 27.0 11.5
Venezuela (Fed/Dem, low A) NA 20.0 20.0
Uruguay (AFed/Dem) 1.0 1.0 1.0
Mexico (Fed/Dict) 45.0 42.0 38.0
Chile (Unitary/Dem) 32.0 30.0 28.5














                                                 
126 The data on Uruguay does not seem to be very reliable, especially given the claim of 100% access to sanitation 


















































































































































































                                                 
127 Penfold-Becerra, Michael. “Federalism and Institutional Change in Venezuela.” Federalism and Democracy in 


































                                                 
128 Inman, Robert. “Federalism’s Values and value of Federalism” NBER Working Paper, January 2008.  
 68
region’s population, understanding the dynamics of federalism and analyzing its associated 
political and economic outcomes is essential to promoting human development. 
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